§598.206

(iii) If a license did purport to cover
the transfer, such license had been ob-
tained by misrepresentation of a third
party or withholding of material facts
or was otherwise fraudulently ob-
tained.

NOTE TO PARAGRAPH (d) OF §598.205: The fil-
ing of a report in accordance with the provi-
sions of paragraph (d)(3) of this section shall
not be deemed evidence that the terms of
paragraphs (d)(1) and (2) of this section have
been satisfied.

(e) Unless licensed or authorized pur-
suant to this part, any attachment,
judgment, decree, lien, execution, gar-
nishment, or other judicial process is
null and void with respect to any prop-
erty in which on or since the effective
date there existed an interest of a spe-
cially designated narcotics trafficker.

§598.206 Holding of funds in interest-
bearing accounts; investment and
reinvestment.

(a) Except as provided in paragraph
(c) or (d) of this section, or as other-
wise directed by the Office of Foreign
Assets Control, any U.S. person hold-
ing funds, such as currency, bank de-
posits, or liquidated financial obliga-
tions, subject to §598.202 shall hold or
place such funds in a blocked interest-
bearing account located in the United
States.

(b)(1) For purposes of this section,
the term blocked interest-bearing account
means a blocked account:

(i) In a federally-insured U.S. bank,
thrift institution, or credit union, pro-
vided the funds are earning interest at
rates that are commercially reason-
able; or

(ii) With a broker or dealer registered
with the Securities and Exchange Com-
mission under the Securities Exchange
Act of 1934, provided the funds are in-
vested in a money market fund or in
U.S. Treasury bills.

(2) For purposes of this section, a
rate is commercially reasonable if it is
the rate currently offered to other de-
positors on deposits or instruments of
comparable size and maturity.

(3) Funds held or placed in a blocked
account pursuant to this paragraph (b)
may not be invested in instruments the
maturity of which exceeds 180 days. If
interest is credited to a separate
blocked account or sub-account, the
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name of the account party on each ac-
count must be the same.

(c) Blocked funds held in instruments
the maturity of which exceeds 180 days
at the time the funds become subject
to §598.202 may continue to be held
until maturity in the original instru-
ment, provided any interest, earnings,
or other proceeds derived therefrom are
paid into a blocked interest-bearing ac-
count in accordance with paragraph (b)
or (d) of this section.

(d) Blocked funds held in accounts or
instruments outside the United States
at the time the funds become subject
to §598.202 may continue to be held in
the same type of accounts or instru-
ments, provided the funds earn interest
at rates that are commercially reason-
able.

(e) This section does not create an af-
firmative obligation for the holder of
blocked tangible property, such as
chattels or real estate, or of other
blocked property, such as debt or eg-
uity securities, to sell or liquidate such
property at the time the property be-
comes subject to §598.202. However, the
Office of Foreign Assets Control may
issue licenses permitting or directing
such sales in appropriate cases.

(f) Funds subject to this section may
not be held, invested, or reinvested in a
manner that provides immediate finan-
cial or economic benefit or access to
specially designated narcotics traf-
fickers, nor may their holder cooperate
in or facilitate the pledging or other
attempted use as collateral of blocked
funds or other assets.

NOTE TO §598.206: Please refer to §598.505
for authorized investment and reinvestment
of certain funds held in blocked accounts.

Subpart C—General Definitions

§598.301 Blocked
property.

The terms blocked account and blocked
property mean any account or property
subject to §598.202 held in the name of
a specially designated narcotics traf-
ficker, or in which a specially des-
ignated narcotics trafficker has an in-
terest, and with respect to which pay-
ments, transfers, exportations, with-
drawals, or other dealings may not be
made or effected except pursuant to an

account; blocked
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authorization or license from the Of-
fice of Foreign Assets Control author-
izing such action.

§598.302 Effective date.

The term effective date refers to the
effective date of the applicable prohibi-
tions and directives of this part, which
is December 3, 1999, or, in the case of
specially designated narcotics traf-
fickers designated after that date, the
earlier of the date on which actual or
constructive notice of such designation
is received.

§598.303 Entity.

The term entity means a partnership,
joint venture, association, corporation,
organization, network, group, or sub-
group, or any form of business collabo-
ration.

§598.304 Foreign
Designation Act.

Narcotics Kingpin

The term Foreign Narcotics Kingpin
Designation Act means the Foreign Nar-
cotics Kingpin Designation Act, Pub.
L. 106-120, title 8, 113 Stat. 1606, 1626—
1636 (codified at 21 U.S.C. 1901-1908, 8
U.S.C. 1182(a)(2)(C)).

§598.305

The term foreign person means any
citizen or national of a foreign state or
any entity not organized under the
laws of the United States, but does not
include a foreign state.

Foreign person.

§598.306 General license.

The term general license means any li-
cense or authorization the terms of
which are set forth in this part.

§598.307 Interest.

Except as otherwise provided in this
part, the term interest when used with
respect to property (e.g., an interest in
property) means an interest of any na-
ture whatsoever, direct or indirect.

§598.308 License.

Except as otherwise specified, the
term license means any license or au-
thorization contained in or issued pur-
suant to this part.

§598.312

§598.309 Narcotic drug; controlled
substance; listed chemical.

The terms narcotic drug, controlled
substance, and listed chemical have the
meanings given those terms in section
102 of the Controlled Substances Act
(21 U.S.C. 802).

§598.310 Narcotics trafficking.

The term narcotics trafficking means
any illicit activity to -cultivate,
produce, manufacture, distribute, sell,
finance, or transport narcotic drugs,
controlled substances, or listed chemi-
cals, or otherwise endeavor or attempt
to do so, or to assist, abet, conspire, or
collude with others to do so.

§598.311 Person.

The term person means an individual
or entity.

§598.312

The terms property and property inter-
est include but are not limited to
money, checks, drafts, bullion, bank
deposits, savings accounts, debts, in-
debtedness, obligations, notes, guaran-
tees, debentures, stocks, bonds, cou-
pons, any other financial instruments,
bankers acceptances, mortgages,
pledges, liens or other rights in the na-
ture of security, warehouse receipts,
bills of lading, trust receipts, bills of
sale, any other evidences of title, own-
ership, or indebtedness, letters of cred-
it and any documents relating to any
rights or obligations thereunder, pow-
ers of attorney, goods, wares, merchan-
dise, chattels, stocks on hand, ships,
goods on ships, real estate mortgages,
deeds of trust, vendors’ sales agree-
ments, land contracts, leaseholds,
ground rents, real estate and any other
interest therein, options, negotiable in-
struments, trade acceptances, royal-
ties, book accounts, accounts payable,
judgments, patents, trademarks or
copyrights, insurance policies, safe de-
posit boxes and their contents, annu-
ities, pooling agreements, services of
any nature whatsoever, contracts of
any nature whatsoever, and any other
property, real, personal, or mixed, tan-
gible or intangible, or interest or inter-
ests therein, whether present, future,
or contingent.

Property; property interest.
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